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FUNCTIONALLY EQUIVALENT GLOBAL EXPEDITED PACKAGE SERVICES 3
NEGOTIATED SERVICE AGREEMENT AND APPLICATION FOR NON-PUBLIC

TREATMENT OF MATERIALS FILED UNDER SEAL
(September 16, 2016)

In accordance with 39 C.F.R. § 3015.5 and Order No. 86," the United States
Postal Service (Postal Service) hereby gives notice that it is entering into a Global
Expedited Package Services (GEPS) contract. Prices and classifications not of general
applicability for GEPS contracts were previously established by the Decision of the
Governors of the United States Postal Service on the Establishment of Prices and
Classifications for Global Expedited Package Services Contracts, issued May 6, 2008
(Governors’ Decision No. 08-7).2 Subsequently, GEPS 3 was added to the competitive
product list, and the contract filed in Docket No. CP2010-71 serves as the baseline

agreement for comparison of potentially functionally equivalent agreements under the

GEPS 3 grouping.® The Postal Regulatory Commission (Commission) determined that

" PRC Order No. 86, Order Concerning Global Expedited Package Services Contracts, Docket No.
CP2008-5, June 27, 2008.

2 A redacted copy of the Governors’ Decision was filed on July 23, 2008, and is filed as Attachment 3 to
this Notice. See United States Postal Service Notice of Filing Redacted Copy of Governors’ Decision No.
08-7, Docket No. CP 2008-5, July 23, 2008. An unredacted copy of this Governors’ Decision was filed
earlier under seal. Notice of United States Postal Service of Governors’ Decision Establishing Prices and
Classifications for Global Expedited Package Services Contracts, Docket No. CP2008-4, May 20, 2008.

3 PRC Order No. 503, Order Approving Global Expedited Package Services 3 Negotiated Service
Agreement, Docket Nos. MC2010-28 and CP2010-71, July 29, 2010, at 7.



individual GEPS contracts may be included as part of the GEPS 3 product if they meet
the requirements of 39 U.S.C. § 3633 and if they are functionally equivalent to the
previously submitted GEPS contracts.

The contract and supporting documents establishing compliance with 39 U.S.C.
§ 3633 and 39 C.F.R. § 3015.5 are being filed separately under seal with the
Commission.® Redacted copies of the contract, certified statement required by 39
C.F.R. § 3015.5(c)(2) for the contract, and Governors’ Decision No. 08-7 are filed as
Attachments 1, 2, and 3, respectively. Attachment 4 to this Notice is the Postal
Service’s Application for Non-public Treatment of materials filed under seal in this
docket. A full discussion of the required elements of the application appears in
Attachment 4.
l. Background

The first GEPS contract was filed on May 20, 2008.6 Subsequently, the
Commission reviewed many additional GEPS contracts with minor differences which did
not affect the contracts’ similarity with the cost and market characteristics of previous
GEPS contracts.

The Postal Service demonstrates below that the agreement that is included with
this filing is functionally equivalent to the contract that is the subject of Docket No.
CP2010-71. Accordingly, this contract should be included within the GEPS 3 product.

Il. Identification of the Additional GEPS 3 Contract

41d.

5 The financial workpapers included in this filing use the library reference that was included in the Postal
Service’s filings in PRC Docket No. CP2016-261. On September 1, 2016, the Postal Service filed, in
Docket No. CP2016-261, a Motion for Reconsideration of Order No. 3488 (August 25, 2016) concerning
that library reference.

6 Notice of United States Postal Service of Filing a Global Expedited Package Services Contract, Docket
No. CP2008-5, May 20, 2008.



The Postal Service believes that this additional GEPS contract fits within the Mail
Classification Schedule (MCS) language included as Attachment A to Governors’
Decision No. 08-7, but as revised and updated in the most recent draft working copy of
the MCS available on the Commission’s website.”

The Postal Service will establish the effective date of this agreement as soon as
the Postal Regulatory Commission completes its review. If the effective date of the
agreement is the first of the month, the agreement that is the subject of this docket is
set to expire one year after its effective date. If the effective date of the agreement is
not the first of the month, the agreement is set to expire on the last day of the month in
which the effective date falls in the year subsequent to the effective date.

Il Functional Equivalency of GEPS 3 Contract

This GEPS 3 contract is substantially similar to the contract filed in Docket No.
CP2010-71. The contract shares similar cost and market characteristics with that
contract. In Governors’ Decision No. 08-7, the Governors established a pricing formula
and classification that ensure that each GEPS contract meets the criteria of 39 U.S.C. §
3633 and the regulations promulgated thereunder. Therefore, the costs of each
contract conform to a common description. In addition, the GEPS language proposed
for the MCS requires that each GEPS contract must cover its attributable costs. The
contract at issue here meets the Governors’ criteria and thus exhibits similar cost and
market characteristics to the previous GEPS contracts.

The functional terms of the contract at issue are the same as those of the

contract that is the subject of Docket No. CP2010-71, which serves as the baseline

” See PRC, (Draft) Mail Classification Schedule, posted January 15, 2016 (with revisions through August
28, 2016) available at http://www.prc.gov/mail-classification-schedule.



http://www.prc.gov/mail-classification-schedule

agreement for the GEPS 3 product grouping. The benefits of the contract to the Postal
Service are comparable as well. Therefore, the Postal Service submits that the contract
is functionally equivalent to the contract that is the subject of Docket No. CP2010-71
and should be added to the competitive product list as a GEPS 3 contract.

In a concrete sense as well, this GEPS contract shares the same cost and
market characteristics as the previous GEPS contracts. Customers for GEPS contracts
are small- or medium-sized businesses that mail products directly to foreign
destinations using Priority Mail Express International, Priority Mail International, or both.
Prices offered under the contracts may differ depending on the volume or postage
commitments made by the customers. Prices also may differ depending upon when the
agreement is signed, due to the incorporation of updated costing information. These
differences, however, do not alter the contracts’ functional equivalency. Because the
agreement incorporates the same cost attributes and methodology, the relevant
characteristics of this GEPS contract are similar, if not the same, as the relevant
characteristics of previously filed GEPS contracts.

Like the contract that is the subject of Docket No. CP2010-71, this contract also
fits within the parameters outlined by the Governors’ Decision establishing the rates for
GEPS agreements. There are, however, differences between this contract and the
contract that is the subject of Docket No. CP2010-71, which include:

= The name and address of the customer in the title and first paragraph of
the agreement;
= Revision of the second and third WHEREAS paragraphs that appear on

the first page of the CP2010-71 agreement;



All references to “Express Mail International” have been replaced with
references to “Priority Mail Express International”;

All references to Option A Postage Payment through a PC Postage
Provider have been deleted, because, as stated in Article 2, postage
payment for Qualifying Mail under the agreement is through the use of a
permit imprint using USPS-provided Global Shipping Software (GSS);
Removal of “PC Postage Provider” definition from Article 3;

A revised Article 4 concerning Qualifying Mail;

Revisions to Article 5 about the treatment of Non-Qualifying Mail;

In Article 6 concerning specific preparation requirements, revisions to
paragraph (3) and an additional paragraph 4;

Revisions to Article 7 paragraph (5) and Article 9 paragraph (3) that
concern postage payment through a permit imprint using USPS- provided
Global Shipping Software;

A revision to Article 8 paragraph (1) concerning payment of postage in
accordance with the price charts in Annex 1 of the agreement;

A revision of Article 8 paragraph (3) concerning customs and export
requirements;

In Article 8, an additional paragraph (4) concerning tender, an additional
paragraph (6) concerning penalties, and an additional paragraph (7)
concerning advance notification;

The deletion of Article 9 concerning postage payment through a PC

Postage Provider, which resulted in the renumbering of subsequent



articles;

A revised option for tendering the mail in Article 9 paragraph (2);

The negotiated minimum revenue commitment contained in Article 10,
paragraph (1);

A revision to Article 11 concerning the term of the agreement;

A revision to Article 12 concerning the enforceability of penalties if the
agreement is terminated;

The Modification of the Agreement article was revised and moved to
Article 13, which caused subsequent articles to be renumbered;

In Article 14, concerning postage updates, the revision of paragraph (1)
and removal of paragraph (2);

The deletion of the article concerning no service guarantee, which caused
subsequent articles to be renumbered;

Minor revisions to Article 16 concerning the entire agreement and survival;
In Article 18, the addition of a reference to PRC docket numbers
concerning the Annual Compliance Report, in which the Postal Service
may file confidential information related to this agreement;

An additional Article 20 concerning Intellectual Property, Co-Branding, and
Licensing, which caused subsequent articles to be renumbered;

A revised Article 21 concerning limitation of liability;

A revised Article 22 concerning indemnity;

The Conditions Precedent article was moved to Article 30, which caused

some articles to be renumbered;



= Arevised Article 28 concerning mailability, exportability, and importability;

= An additional Article 29 concerning Warranties and Representation, which
caused some subsequent articles to be renumbered;

= The identification of the customer’s representative to receive notices under
the agreement in Article 31 and the identity of the signatory to the
agreement;

= The deletion of Articles 33 and 34; and

= Arevised Annex 1.

The Postal Service does not consider that the specified differences affect either
the fundamental service the Postal Service is offering or the fundamental structure of
the contract. Nothing detracts from the conclusion that this agreement is “functionally
equivalent in all pertinent respects” to the contract that is the subject of Docket No.
CP2010-71.

Conclusion

For the reasons discussed, and as demonstrated by the financial data filed under
seal, the Postal Service has established that this GEPS 3 contract is in compliance with
the requirements of 39 U.S.C. § 3633. In addition, the contract is functionally equivalent
to the baseline contract that is the subject of Docket No. CP2010-71. Accordingly, the

contract should be added to the GEPS 3 product grouping.

8 See PRC Order No. 85, Order Concerning Global Plus Negotiated Service Agreements, Docket Nos.
CP2008-8, CP2008-9, and CP2008-10, June 27, 2008, at 8.
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GLOBAL CUSTOMIZED MAIL AGREEMENT BETWEEN THE UNITED STATES

PosTAL sErvICE ANo I
This Agreement ("Agreement’) is between m(”hﬂailér”l. with offices atm
- ¢ (fc United States Poslal Service (7 ", an independent establishment of the

Executive Branch of the United States Gavernment, with offices at 475 L'Enfant Plaza SW. Washingt_on. DC 20260-
§008. The Mailer and the USPS may be referred to individually as a “Party” and together as the "Parties

introduction. WHEREAS. the Parties desire to enler into a non-exclusive relationship whersby the USPS will provide
cerain products and/or services to the Mailer pursuant lo the terms and conditions contained herein; WHEREAS, the
Parties desire to be bound by the terms of this Agreement, NOW, THEREFORE. in consideration of the mutual
promises set forth below, the Partias hareby agree as follows

1. Purpose of the Agreement This Agreement shall govern the use the Mailer may make of customized mall service
for Priority Mail Express International and Priority Mall international.

2. Payment Method. The Mailer shall pay postage tu the USPS for Qualifying Mail through the use of a permit impnint
using USPS-provided Global Shipping Softwara (GSS) subject to the conditions stated In IMM 152.6 and DMM 604 5

3. Definitions. As used in this Agreement: (1) “IMM™ means the Infesnafional Mad Manual as found on the USPS
website pe.usps.com on the date of mailing. (2) "DMM”° means the Domestic Mail Manual as found on the USPS
website pe.usps.com on the date of maiting. (3) “Effective Date” means the firs! date on which the USPS is willing 1o
accept Qualifying Mail (4) Qualifying Mail" means mail that meets the requirements set forth in Adicle 4 of ths
Agraement. (5) “Non-Qualifying Mail' means mail that does nol meet the requirements set forth in Adicle 4 of this
Agreement. Priority Mail Express [nternational and Priority Mail International tendered to the USPS al a Business Maill
Entry Unit, at a USPS retail window, or at any commercial mall receiving agency are Non-Qualifying Mail.

4, Qualifying Mail. Only mail that meets the requirements set forth in IMM 220 for Priority Mail Express International or
meets the requirements se! forth in IMM 230 for Priority Mail Inlernational, with the exception of: (a) Any Flal Rate item,
(b) Any ilem destined for any country included in Country Group E-1 under Supplemen! No. 1 to Title 15, Code of
Federal Regulations, Parl 740 available al_www.gpo.aov/fdsys/pkg/CFR-2013-title15-vol2/pdl/CFR-2013-1itle15-volZ-
part740-aupNoe-pdf () Any item addressed o persons or enfities identified on the Office of Forelan Assels Control's
(OFAC's) Specially Designated Nationals List, OFAC’s Foreign Sanctions Evaders List the Bureau of Industry and
Security's (BIS's) Denied Persons List, or BIS's Entity List, or subject to active sanclions by the LJ.S. Department of
State pursuant lo Executive Order No. 13382; and (d) Any item tendered on behalf of third parties or entities identified
on OFAC's Specially Designaled Nationals Lisl, OFAC s Foreign Sanctions Evaders List, BIS's Denied Persons List, or
BiS's Entity List, or subject 1o aclive sanctions by the U.5. Depariment of State pursuant to Executive Order No. 13382
shall be considered as Qualifying Mail, excepl as those requirements canflict with the applicable specific preparation
requirements set forth in Adicle 8 For all itams destined for Cuba, the Mailer shall lake all necessary measures lo
comply with all applicable BIS and OFAC provisions, and that electronic export information about shipments under this
Agreement destined to Cuba are properly filed, if necessary, under regulations of the Bureau of Census.

5. Treatment of Mon-Qualifving Mail. (1) The USPS. at its oplion and without forfeiting any of its rights under this
Agreemeant, may refuse o accept Non-Qualifying Mail or may accept Non-Qualifying Mail at the applicable published
prices. The USPS may accept Non-Qualifying Mail at the applicable published prices and impose a penalty upon the
Mailer. (2) Any maifings by the Matiler of Non-Qualifying Mail processed using Global Shipping Software (GSS) must be
paid for through the use of a permit imprint thal is different than the permit imprint mentioned in Aricle 2 of this
Agreement.

6. Specific Prepamation Reguirements, (1) Mailings of Qualifying Mall must be kept separate from any other type of
mall the Mailer tenders. (2) International mailings must be separated from domestic mailings. (3) Mailings processed
using Global Shipping Software (GSS8) must: (i) Be accompanied by a postage manifest; and (i) Ba paid for through the
use of a Permit Imprint. (4) All Qualifying Mail under this Agreement must be prepared and tendered to the USPS in
accordance with the Annextes) o this Agreement and any documents referred to thersin,

.O ns_of the USPS, The USPS hereby agrees: (1) Transporiation To arrange with carriers to transpor
Qualifying Mail to international destinations where the proper authority will effect delivery. (2) Undeliverable ltems To
retum: (a) Priority Mail Express International items refused by an addrassee or that are undeliverabie, to the Mailer via
Priority Mail Express [ () FPriority Mail International items refused by an addressee or that ame
undeliverable, to the Mailer In accordance with the provisions of IMM 771, (3) Postage To provide prices for Qualifying
Mail paid for and tendered as i1equired by this Agreement (4) Confidentialitly To seek non-public treatment of
information it determines to be eligible for protection from public disclosure under applicable law and practice when it
files the Agreement with the Postal Regulatory Commission, or when i files information (including data) in connection
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with the Agreement In accordance with other regulatory requirements. (5) Technical Assistance To provide the Mailer
with lechnical assistence necessary to prepare information linkages, electronic data files and data exchanges as
raquired for the proper functioning of USPS-provided Global Shipping Software (GSS).

&, Obligations of the Mailer - General. The Mailer hersby agrees: (1) Postage To pay postage for Priorily Mail
Express Intemational Dualifying Mail and Priority Mail International Qualifying Mail In accordance with tha price charts in
Annex 1. (2) Customs and Export Documentation To provide any necessary documentation, including data provided in
electronic format, in connection with each mailing. in the form and at the time specified by the USPS, Customs & Border
Protection, Transportation Security Administration, the U.S. Census Bureau, a destination country foreign government,
or other authority. The Mailer further understands that the failure to pravide any such required documentation may result
in refusal at acceptance, delay in processing. involuntary seizure by customs authorities, and/or return of mall to the
sender (3) Customs and Expord Requirements To comply wilth any regulation or arder promulgated by the USPS.
OFAC, the U.S. Department of the Treasury, the US. Census Bureau, BIS, the U.8. Department of Commerce, the
U.S. Department of Siate, the U.S. Customs & Border Profection, the U.S, Fish and Wildiife Service, the Transportation
Security Administration, & destination country foreign govemment, or ether governmental unil, according to any
requirements specified by those authorities. See IMM 5 for additional information. (4) Tender Nol lo: (8) Tender or
attempl te lender any item under Ihis Agreement thal Iz destined for any country included in Country Group E-1 under
Supplement No_ 1 to Title 15, Code of Federal Regulations, Parl 740 available al www gpo.govifisys/ipkg/CFR-2013-
litle15-vol2/pdf/CFR-2013-tifle15-vol2-part740-appNo-.pdf: (b) Tender or attempt lo tender any item addressed o
persens or entities identified on OFAC's Specially Designated Nationals List, OFAC's Forsign Sanctions Evaders List,
BIS's Denied Persons List, or BIS's Entity List. or subject to active sanctions by the U.S. Dapariment of State pursuant
to Exscutive Order No. 13382; (c) Tender or atiemp! to tender any itern on behall of third parties or entities identified un
OFMC's Specially Designated Nationals List, OFAC's Forelgn Sanctions Evaders Lisi, BIS's Denied Persons Lisl, or
BIS's Entity List, or subject to active sanctions by the LJ.S. Deparimant of State pursuant to Executive Order No. 13382
For all tems destined for Cuba, the Maller shall take all necessary measures lo comply with all agplicable BIS and
OFAC provisions, and that electronic export information aboul shipments under this Agreement destined to Cuba are
properly filed, if necessary, under regulations of the Bureau of Census. (5) Confidentiality Ta treat as confidential and
not disclose 10 third parties. absenl express written consent by the USFS, any information related to this Agreament that
is irealed as non-public by the Postal Regulatory Commission. (6) Penalties To pay any fines or penalties as well as
any other axpenses, damages, and/or charges, including any applicable duties, taxes. and/or fees that result from an
action of any other governmeantal entily that requlales exports and/or imports in relation to any item tendered under this
agreement, or that results from the Maller's failure to comply with applicable laws and regulations of the origin country.
destination country, or any country through which a mailing tendered under this Agreement passes (including failure 1o
provide necessary documentation and/or fallure to obiain any required license or permit). (7) Advance Notification To
provide the Manager, Customized Mall, USPS, vig e-mall to iemusps@usps.gov with notification of the Mailer's intent 1©
tender Qualifying Mail under this Agreement that requires a license from OFAC, BIS, or the U.S, Depariment of Stale
not less than ten (10) days prior to tender of such items.

9. Additional Obligations of the Mailer. The Mailer lwreby agreas: (1) Advance Notfication To provide: (a) The
Manager, Cuslomized Mail, USPS, via e-mail to 5 3 with notification of new permit numbers used for

Qualifying Mail one week in advance of using the new pem-ut numbers. The message should include the permit number,
the city, state, and ZIP Code whers the permit Is held, the name of the permit owner, and the requested implemantation
date. (b) The appropriate USPS acceptance site(s} with notice of inten! to mail. (2) Tender To present the mailings 1o
the USPS at any of the following locations in accordance with the scheduling procedures in place at the appropriata
aceaplance sita(s).
« JOHN F KENNEDY AIRPORT MAIL CENTER; US POSTAL SERVICE; JOHN F KENNEDY INTERNATIONAL
AIRPORT BLDG 250; JAMAICA NY 11430-9948
« JT WEEKER INTERNATIONAL SERVICE CENTER, US POSTAL SERVICE; 11600 WEST IRVING PARK
ROAD; CHICAGO IL 80666-9098
» LOS ANGELES INTERNATIONAL SERVICE CENTER: US POSTAL SERVICE; 5800 WEST CENTURY
BLVD; LOS ANGELES CA 90009-9998
« SAN FRANCISCO INTERNATIONAL SERVICE CENTER, US POSTAL SERVICE; 860 WEST FIELD ROAD,
SAN FRANCISCO CA 94128-3161
. g;g;nl INTERNATIONAL SERVICE CENTER. US POSTAL SERVICE: 11698 NW 25" ST. MIAMI FL 33112-

eclarstions To create address labels and Customs declarations for Prioiity Mail
Express lntemaﬁonai Qualﬂ‘ying Mail and Priority Mail International Qualifying Mail using USPS-provided Global
Shipping Software (GSS). (4) Information Link To establish the necessary linkages with the USFS so that. (a) The

Mailer and the USPS can exchange data transmissions concerning the Mailer's packages: (b) The USPS can, at the

LN N 1A UgPrs 1_2-2016 pds (o) - Agreement Page 2 of 6
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F.r'l'il’r‘f s request, extract information by scanning the Mailler-provided barcode on each package. (5) Data Transmission
Ta exchange alectronic information with the USPS according 1o the instriclions tha USPS provides.

10. Minimum Commitment. (1) The Mailer is reguired to meet an annualized minimum commitment of

(2} In the even! that the Mailer does not meset ils
minimum commitment as sal farth in Paragiaph 1 of this Aiticle, the Maller agrees to pay the USPS

3) Thu Us i—"f.-'. ‘viil hrrl-ﬂ'd:‘_ I‘u; Mar!m- w-lh an invoice for

pancies will be resolved subsequent to payment of the inveice. In addition m_
he USPS reserves the right to pursue other available remedies

11. Term of the Agreement. The USPS will notify the Mailer of the Effective Dale of the Agreement as soon a
possible, but no later than thirty (30) days, after receiving the signed Agreement from the Mailer. If the Effective Date of
this Agresment is the first of the month, the Agreement shall remain in effect for ane calendar year from the Effective

Date (for example, if the Elffective Date of the Agresment is April 1, the Agresment will expire on March 31 ol the

subsequent year). If the i'i“'—'ult'.rw Date of this Agreement is not the first of the month, the Agreament shall remain in
effect until the last day of the month in which the Effective Dala faills in the year subsequant to the Effective Date (for
axample, if the Effective Date of the Agreement is April 2 or a later day in April. the Agreement will expire on April 30 in
the subsequen! year)

12. Termination of the Agreement (1) Either Pany to this Agreament, in lis sole discretion, may terminate th
Agreement for any reason, without cost, fault, or penally, excepl as provided for in Paragraph 2 of Article 13 below
regardless of whether either Parly is in default, upon a thidy (30) day wiitten notification, unless a time frame longer
than thirty (30) days that falls within the term of the Agreement Is indicated by the terminating Party. (2) In the evenl that
this Agreement is lerminated for any reason before the termination date provided for in Arficle 11, any penallies arising
under Article 8, or any other arlicle of this Agreement, shall be enforceabla, and the minimum commitment in Article 10
shall be enforceable but shall be caleulated on a pro rala hasis (o reflact the aclual duration of the Agreementl

13, Modification of the Agreement. (1) Any modification of this Agresment or addilional obligafion assumed by either
Party in connection with thie Agreement, with the exception of changes io prices under the terms of Aticle 14, shall by
binding only if placed in w rifing and signed by each Parly. (2) Modifications may be contingent upon any and all
ry approvals hf USPS managements execulive commitiee, the Board of Governors of the USPS, the
Governors of the USPS, the Postal Reguiatory Commission, andior any other governmental body with oversight
responsibiity for the USFS. (3) If such approvals are required, the modifications will not become effective until such
tme as all necessary approvals are abtained. (4) The USPS will notify the Mailer of the date the medification becomes
effectiva within thifly (20) daye after recasiving the approval of the antities thal have oversight rc—'-'r.-ﬂns:blhfv for tha
USPS. (55 The L 5 shall have no obligation to notify the Mailer of the status of the approval process or of potential
fulfilment of the approval process

necs

5 Incurs an increase In costs

lhe Mailer and modify the prices established under th
Agreamert (2) The USPS will give the Mailer thirty
(30) days notice of changes to the prices in Annex 1. (3) Any revision of prices in Arnnex 1 shall nol be retroactive. (4
Mo price shall increase beyond the non-discounted published price for the affected service

14. Postage Updates. (1) In the event that the US

15, Customs Duties and Taxes, Customs dulies, taxes, and/or fees for packages mailed under this Agreement are the

rgsponsibility of the addressse

16. Entire Agreement and Survival. This Agreement iding all Annexes thereto, shall conslitute the entire
agreemen! betwesen the Parlies regarding customized prices for Priority Mail Express Imtemational and Priorty Mail
International commencing on the Effective Date of the Agreement, and any prior underslanding or representation of any
kind preceding the date of this Agreement shall not be binding upon aither Pariy excepl to the extent incorporated in this

Agreement. The provisions of Article 7, Paragraph 4, Arlicle 8, Paragraph 5, and Article 18 shall expire ten (10) yea
from the date of termination or expiration of this Agre

went

17. Force Majeure. Neiiher Party shall be liable for its faillure 1o perform under the tlerms of this Agreemenl due 1o any
contingency beyond its reasonable control, including acts of Cod, fires, floods, wars, sabotage, accidents, |abe

disputes or shorages; governmental laws, ordinances, ritles and regulations, whether valid or invalid: courd orders

ANEIDENTL h . - : .
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whether valid or invalid; inability to obtain material, equipment or transportation; and any other similar or different
conlingency

18. Confidentiality. The Mailer acknowiedges that this Agreement and supporting documentation will be filed with the
Postal Regulatory Commission (*Commission”) in a docketed proceeding. The Mailer authorizes the USPS to determine
the scope of information that must be made publicly available In any Commission docketed proceeding in which
information relgted to this Agresment must be filed. The Maiter further understands that any unredacted portion of the
Agresmeant or supporting information will be available on the Commission's public websile, www.pre.gov. In addition, the
USPS may be required to file information in connection with this Agreement (including revenue, cost, or volume data) in
othe; Commisgion docketg, including the Commission docket number for the Annual Comphance Report (ACR) for the
USPS fiscal year(s) in which this Agreement is in effect. Each ACR docket has a distinct dockst number, such as
ACR2014#, in which *201#" signifias the USPS fiscal year to which the ACR pertains. The Mailer has the right, in
asceordance with the Commission's rules, to address its copfidentiality concerns directly with the Commission. The
procedure for making an application to the PRC for non-public freatment of materials believed to be prolected from
disclosure is found at Title 39, Code of Federal Regulations, Seclion 3007.22 found on the Commission's websile:
WWW . pre,aovDocs/63/63467/0rder225. pdf,

19. Effect of Partial Invalidity. The invalidity of any portion of this Agreement will ot and shall not be deamed lo affect
the validity of any other provision. In the avent that any provision of this Agreement Is held to be invalid, the Parties
agree that the remaining provisions shall be deemed to be in full force and effeci.

B ) The Maller is allowed Ihe use of the words "Prionty Mail
Express Inlarnaliondl and’ Pnumy Mall lnlarnallonal" and the acronyms "PMEI" and "PML." The Parties acknowladge
that in the service of marketing the products under this Agreement that such product marketing may be enhanced
through the use of co.branding or the use of each Party's frademarks, logos or intellectual property In such instances.
the Parties acknowledge and agree that any use shall be subjecl lo separate written agreemenls. The Parlies
acknowledge and agree that neither Party shall use the other Party's trademarks, logos or intellectual property until
such time that a license for such use has been executed by the Parties and all laws and regulations required for such
license’s effectiveness have been perfected, which shall include but not be limited o any recordalion requirements.

of Li (1) The liability of the USPS under this Agreamant shall be limited to the refund of postags
far Qualitying Mail that is lost or destroyed in bulk after being tendered 1o the USPS and prior to being received by the
delivery authority outside of the United States, The USPS shall not be llable for any aclual or consequential damages
suffered by the Mailer 2s a resull of lale delivery or non-delivery of any Gualifying Mail. (2) The USPS shall not be liable
for any loss or expanse, including, bul not limited to fines and penalties. for the Mailer's or any other person's failure to
comply with any export laws, rules, or requlations. (3) The USFS shall not be liable for any act or omission by any
person not employed or contracted by the USPS, indluding any act or omission of the Mailer, the Mailer's customer, or
the recipient of an item tendered under this Agreement. (4) Priority Mall Express Intemational Qualifying Mail and
Priority Mall international Qualifying Mail mailed under this Agreement are not guaranieed against delay In delivery.
Maither indemnity paymenls nor postage refunds will be made in the event of delay. (5) Unless otherwise specified by
notica published in a future issue of the Postal Bulletin that a date-certain, postage-refund guarantee will be offered for
this particular type of Global Customized Mail Agreement, Priority Mail Express Intarnational With Monay-Back
Guarantee Service Qualifying Mail mailed under this agreement is not guaranleed against delay in dellvery, and neither
indemnity payments nor postage refunds will be made in the event of delay. (6) The USPS bears no responsibility for
the refund of postage for Qualifying Mail in connection with actions taken by Customs authorities,

£2. Indemnity. The Mailer shall indemnify and save hannless lhe USPS and its officers, directors, agents, and
employees from any and all claims, losses, cosis, damages, or expenses or liabilities, including but not limited 1o
penalties, fines, liquidated damages, charges, taxes, fees, duties, or other money due (“Claims”) growing out of or
connected in any other way with the discharge by the Mailer or its agent(s) of any undertaking contained in this
Ag:eemenﬂtt.ﬁ including Ciaims that result from the noncompliance of the Mailer with the laws of the United States and
olier cou: B5.

23. Govermning Law. This Agreement shall be governed by, construed under, and enforced in accordance with United
States faderal law.

24. Suspensions of Mail Service. In the even! that a suspension of either Priority Mail Express Intamational service or
Priority Mall International service from the United Stales to a country would prevent delivery of Qualifying Mail o
addressaes in that country, the Mailer shall not tender Priority Mall Express International or Priorily Mail International, as
appropriate, 1o the USPS unlil service is restored. The annualized minimum commitment for Qualifying Mail set forth in
Article 10 shall be recalculated pro rata to reflect the reduction in available service time

ONFIDENT veres ([ ¢ pels () — Agraement Page 4 of &
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The rights of @ach Party under this Agreement are personal lo that Party and may not be assigned or
ir ansfeﬂed to any other person, firm. corporation, or other entity without the prior, express, and wiitten consent of the
other Party

] The failure of either Party o this Agreement o insist upon the parformance of any of the terms and
conditions of this Agreement, ot the waiver of any breach of the terms and conditions of this Agreement, shall not ba
construed as thereafter waiving any such terms and conditions, but these shall confinue and remain in full force and
effect as if such forbearance or waiver had not ocourrad.

* 9 r an i The titles to the paragraphs of this Agreement are solely for the
convenience of the Parties and shall not be used to explain, modify, simplify, or aid in the interpretation of the provisions
of this Agreement All citations {o provisions in the DMM, IMM or Code of Federal Regulations within this Agreement are
intended to refer to the substantive Information found within the cited section(s) at the fime this Agreemenl was drafted.
Subsequent changes (o [he citations or the relevant substantive information due to published revisions of the DMM,
IMM or Code of Federal Regulations shall be appiicable Io this Agreement upon the effective date of such revisions

6 (1) All tems mailed under this Agreement must conform o the
madablllty requlrements af 1hta USPS .15. datasled in the IMM 130 and USPS Publication 52; all applicable United States
laws and regulations, including export control and customs laws and regulations, and all applicable importation
resirictions of the destination countries. For each item mailed under this Agreement, the Mailer is responsible for
nofifying the Mailers Customers of their responsibliity for determining export and import requirements, oblaining any
required licenses and permits, and ensuring that the reciplent of the item is authorized by the laws of the United States
as well as destination couniries 1o receive the item, and for the exportation and imporation status of the products
malled under this Agreement as detailed in IMM 112 (2) The Mailer is responsible for ensuring that no item mailed
under this Agreement includes non-mallable dangerous goods Intemationally mailable dangerous goods include only
cerain biological substances, certain radioactive materlals, and small lithium batterles packaged in the devices they are
meant to operate, as described in greater detail in IMM 135 Hazardous materials listed within the Department of
Transportation’s regulations, including at 49 C.F.R. § 172.101, are known as dangeious goods that are prohibited from
all international mail. as set forth In Exhibit 331 of USPS Publication 52. These substances and tems are in addition 1o
any prohibitions or restrictions on imports that may be found in the Individual Country Listings in the IMM. Penalties for
knowingly mailing dangerous goods may include civil penalties pursuant to 39 US.C. § 3018 and criminal charges
pursuant 1o 18 U.S.C. § 1716.

29. Warranties and Representations, The Mailer warrants and rapresents that the Mailer Is nol subject to, and js not

related to. an entity thal is subject to a temporary or other denial of export privileges by BIS and that the Mailer is not
listed on OFAC's Specially Designated Nationals List, OFAC's Foreign Sanctions Evaders List, BIS's Denied Persons
List, or BIS's Entily Lisl, or subject lo active sanctions by the U.S. Department of State pursuant to Executive Order No.
13382.

30. Conditions Precedent, (1) The Parlies acknowledge and understand that all obligations of the USPS under this
Agreement, including the prices listed in Annex 1, shall be contingent on the USPS recaiving approvals, hereinafter
("Conditions Precedent”), from one or more internal and external bodies that have oversight responsibilities. Conditions
Precedent may include, but are not limited to: approvals or. if applicable, non-objection, from responsible USPS
managemant officials. the LUSPS Board of Governors, the USPS Governors, the Postal Regulatory Commission, and/or
any other governmental body with oversight responsibility for thie USPS. The Parties acknowledge that the Agreement
might not be approved by such individuals or bodies. Until such time that all Conditions Precedent are fulfilied that are
necessary (o allow the Poslal Service to provide the products or services contemplated under the Agresment, no
obligation shall exist for the USPS and no benefil shall inure to either Party. (2) In the event that the Condilions
Precedent are nol fullilled, the USPS shall have no liability, which shall include no obligation to pay costs associated
with any action taken by tha Mailer prior to the Effective Dale of the Agreement. Further, in the event of fermination of
the Agreament or the fallure of any Condition Precedent, the LISPS shall not be held liable for any damages including,
without limitation, actual: special: indirect; incidental; punitive; consequential; or any other damagas, which shall include
but not be limited to damages for loss of business profits: business interruplion: any other loss: and/or for casts incurred
by either Party attributable 1o such non-approval such as attorney's fees

31. Notices. All notices or demands to the Partizs required by this Agreement shall be sufficient if delivered personally
or mailed via Priority Mail Express to the following individuals: (a) To the USPS: Managing Director, Global Business
and Vice President; United States Postal Service; 475 |'Enfant Plaza SW Room 5012; Washington, DC 20260-4016:
{b) To the Mailer:

I o via e-mail to the USPS at icmusps@usps.gov: of 1o the Mailer al:

spPs _ w2me pds (61 — Agreemen! Page 50( 8
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ANNEX 1
PRICES IN UNITED STATES DOLLARS FOR PRIORITY MAIL EXPRESS INTERNATIONAL
AND PRIORITY MAIL INTERNATIONAL PRESORTED AND TENDERED AT A
USPS INTERNATIONAL SERVICE CENTER (ISC)

The poslage prices for Priority Mail Express Intermnational (FMEI) and Priority Mail International (FMI) shall

1 accordance with the price ch in this Annex 1 only when the PMEI and PMI Qualifying Mail are

lered the USPS at any of the following USPS International Service Center locations

| F KENNEDY AIRPORT MAIL CENTER
US POSTA WICE

NEDY INTERNATIONAL AIRPORT BLDG 250

HN F KE
JAMAICA NY 11430-9998

« JTWEEKER INTERNATIONAL SERVICE CENTER

AL SERVICE

00 WEST IRVING PARK ROAD

ICAGO IL. 60666-9998

Us POS

TERNA 'f".. INA i":-_\'a';'r_"_f' J!_-MTI_'IL

o LOS ANGEI
LIS POSTE

IRY BLVD

A 90009-99498

REO0O WEST C

S ANGELES C

AL

11698 NW 25TH ST

HAMI FL 33112.9097
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Certification of Prices for the Global Exiedited Packaie Services Contract with

|, Steven Phelps, Manager of Regulatory Reporting and Cost Analysis, Finance

Department, United States Postal Service, am familiar with the prices for the Global
Expedited Package Services Contract with The
prices contained in this Contract were established by the Decision of the Governors of

the United States Postal Service on the Establishment of Prices and Classifications for
Global Expedited Package Services Contracts, issued May 6, 2008 (Governors'
Decision No. 08-7), which established prices by means of price floor and ceiling
formulas.

| her ertify that the numerical cost values underlying the prices in the
contract are the appropriate costs to use in the
ormulas and represent the best available information. The prices, resulting in a cost

coverage of in excess of the minimum required by the Governors’ Decision, exclusive of
pickup on demand and international ancillary services fees, are in compliance with 39
U.S.C § 3633 (a)(1), (2), and (3). The prices demonstrate that the Contract should cover
its attributable costs and preclude the subsidization of competitive products by market
dominant products. International competitive mail accounts for a relatively small
percentage of the total contrabut!on by all competitive products. Contribution from Global
acts should be even smaller. The Agreement with
should not impair the ability of competitive products
on the whole to cover an appropriate share of institutional costs.

Sl 1,

Steven Phelps
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DECISION OF THE GOVERNORS OF THE UNITED STATES POSTAL SERVICE ON THE
ESTABLISHMENT OF PRICES AND CLASSIFICATIONS FOR GLOBAL EXPEDITED PACKAGE
SERVICES CONTRACTS (GOVERNORS' DECISION No. 08-7)

May 6, 2008

STATEMENT OF EXPLANATION AND JUSTIFICATION

Pursuant to our authority under section 3632 of file 39, as amended by the Postal
Accountability and Enhancement Act of 2006 ("PAEA"), we establish new prices not of
general applicabllity for certain of the Postal Service's compefitive service offerings, and
such changes in classification as are necessary to implement the new prices. This
decision establishes prices by setting price floor and price celling formulas for Global
Expedited Package Services Contracts. The types of contracts to which these prices will
apply are described In Attachment A, the price floor and price ceiling formulas are
specified in Attachment B, and management’s analysis of the appropriateness of these
formutas is explained in Attachment C. We have reviewed that analysis and have
concluded that the prices emerging from application of the formulas and the
classification changes are in accordance with 39 U.S.C. §§ 3632-3633 and 39 C.F.R. §§
3015.5 and 3015.7. Contracts which fall within the terms specified in Attachment A, and
whose prices fall within the price range established by the price floor and price ceiling
formulas specified in Attachment B, are hereby authorized.

The PAEA provides that prices for competitive products must cover each product’s
atiributable costs, not result in subsidization by market dominant products, and enable zll
competitive products to contribute an appropriate share to the Postal Service's institutional
costs. We have determined that prices established according to the formulas listed in
Attachment B would be appropriate for the services covered by the types of GEPS
Contracts classified in Attachment A.' Management’s analysis of the formutas, included as

' The classification for GEPS Contracts is contained in the Mail Classificalion Schedule language
originally proposed by the Postal Service, as modified in Attachment A. See United States Postal
Service Submission of Additional Mail Classification Schedule Information in Response to Order
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Governors' Decision No. 08-7 Page 2

Attachment C, supports our decision te establish prices through such formutas for the.
specified types of contracts, '

We are satisfied that the prices established by the formulas in Attachment B meet the
applicable statutory and regulatory requirements. The price floor formula provides greater
than 100 percent coverage of the costs attributable to each of these types of agreements.
We accept and rely upon the certification in Attachment D that the correct cost inputs for
the formulas have been identified. In addition, the price ﬂoorfonnula

cover the agreements' attributable costs and provide a contribution toward the Postal
Service's instifutional costs. The formula should thus prevent a cross-subsidy from market
dominant products. As noted in the certification in Attachment D, entry into agreemenits
pursuant to this Decision should not impair the ability of competitive products as a whole to

cover an appropriate share of institutional costs.

No agreement authorized pursuant to this Decision may go into effect unless it is submitted
fo the Postal Regulatory Comenission with a notice that complies with 39 C.F.R. § 3015.5.
The notice must include a financial analysis that demonstrates that the agreement covers
its attributable costs, based on

Attachment B. The notice must also include a cerfification from a Postal Service official that
the numerical values chosen for each agreement are appropriate, in that they represent the
best available information and that the agreement should not result in a cross-subsidy from
market dominant products and should not impair the ability of competitive products, as a
whole, to cover an appropriate share of institutional costs.

No. 43, November 20, 2007.
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Governors' Decision No. 08-7 Page 3

ORDER

In accordance with the foregoing Decision of the Governors, the formulas set forth
herein, which establish prices for the applicable GEPS Confracts, and the changes in
classification necessary to implement those prices, are hereby approved and ordered
into effect. An agreement is authorized under this Decision only if the prices fall within
the formulas set by this Decision and the certification process specified herein is
followed. After an authorized agreement is entered into, the Postal Service shall comply
with all applicable statutory and regulatory requirements.

Prices and classification changes established pursuant to this Decision will take effect
fifteen days afier the date on which the agreement is filed with the Postal Regulatory
Commission.

By The Governors:

Alan C. Kessler
Chairman
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Attachment A

Description of Applicable Global Expedited Package Services Contracts
2610.2 Global Expedited Package Services (GEPS) Contracts

These are contracts that provide for diseeunts incentives for Express Mail International
(EMI) and/or Priority Mail International (PMI) for ali destinations served by Express Mail
Intemational and Priority Mail International. Preparation requirements are the same as
for all Express Mail Intsrational and/or Priority Mail International shipments with the
following exceptions: The mailer is required to use USPS-supplied labeling software, or
a non-USPS supplied labeling software that has the same functionality as the USPS-
supplied labeling software. The software aliows for preparation of address labels and
Customs declarations and submission of electronic shipment information to the Postal
Service, as well as prepayment of Customs duties and taxes and pre-advice for foreign
Customs authorities by the Postal Service. The mailer may be required to prepare
specific shipments according to country specific requirements. To qualify for a contract,
a mailer s enderall-ofits-gua "‘_; mail-io-the-Rostal-Serdco-and ml_stbewpablel
on an annualized basis of either tendering at least 608 5,000 pieces of rerFirst-Class
Mait-International international mail to the Postal Service, or paying at least $100,000 in
international $42:000-in-ren-First-Class-Mail-lntemational postage to the Postal Service.
For a mailer to qualify, the contract must cover its atributable costs.

Size and Weight for Express Mail International:

Length | Width | Height Weight'
Minimum Large encugh to accommodate postage, address

and other required elements on the address side.
Maximum 36 inches | Length plus girth: 79 inches -

' Country-specific restrictions may apply as specified in the International Mail Manual.

Size and Weight for Priority Mail International:

Length Width Height Weight'
Minimum® 5.5 inches None 3.5 inches None
Maxirmum 42 inches Length plus girth; 79 inches 70
Circular parcels:
diameter: 64 inches ’

"Weight and other exceptional size limits based.on shape and destination country
restrictions may apply as specified in the International Mail Manual.

% terns must be large enough to accommodate postage, address and other required
elements on the address side.

Minimum Volume or Revenue Commitment:

Mailers must commit to tender varying minimum volumes or postage of Express Mail
International, Priority Mail Intemational or both, on an ennualized basis. The mailer is
required to meet the minimum volume or weight requirements in effest for manifest
mailing as specified by the Postal Service.
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Price Categories:
The discount-is-a-fixed-discount incentives are based on the volume or revenue
commitment above 2 speclﬁed cost ﬂoor Also, separate charges apply if the customer

has the-Rostal-Serd e-malipisess labeling, for harmonization aad-for or retum
services.

GEPS - Express Mail Intemational

GEPS - ity Mail Intemational

Optional Features:

Pickup On-Demand

International Ancillary Services
International Certificate of Mailing (PMI fRat-rate envelope only)

+ Intemational Insurance
» ‘Intemational Registered Mail (PMI flat-rate envelope only) .
« Intemational Restricted Delivery (PMI flat-rate envelope only)
» Intemational Return Receipt
Software-Related Services:
« « Labeling: Al the mailer’s request, the Postal Service will arrange for apply labels
and Customs declarations at-a-pestal-lesation M

» Harmonizafion; At the mailer's request, the Postal Servics fuciltistes will ara arrange
for classification of merchandise according to country spedﬁed Customns
ragulabons to determine applicable duties and taxes.

« Returns: At the mailer’s request, the Postal Service will contracts with a retumns
center appropniate for the particular country. The retums center inspects the
goods it receives from the maller's customers and returns the goods in bulk to
the mailer in the United States. The Postal Service invoices the mailer for
appropriate charges. The Postal Service may also charge for certain Express
Mail International and Priority Mail International undeliverable-as-addressed .
returns when cusioms dufies have been prepaid.
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Attachment B

Formulas for Prices Under Applicable Global Expedited Package Services
Contracts
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Attachment C

. Analysis of the Formulas for Prices Under Applicable Global Expedited Package
Services Contracts
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Attachment D

Certification as to the Fermalas for Prices Offered Under Appficable Globai
Expedited Patkage Services Contracts

I, W. Ashley Lyens, Manager, Corporate Financial Planning, Finance
Department, United States Postat Sérvice; em femiiliar with thie price fleor formula ari
price eeiling formuia for Global Expedited Package Services Gontracts which are set
forth in Attachment B.

| hereby ceriify that these formuylas agéquately represént all necessary [l
I | the Postal Service were to enter into agreements that set prices above the
price floor, the Postal Service would be in compiliance with 39°U.8.C § 3623 (aX1), (2),
and (3). The price floor Tormuia is designed fo erisure that edeh agreement should cover
its attributable costs and preciude the subsidization of competitive products by market
dominant products. In Fiscal Year 2007, all outbeund international competitive mail
accounted for approximately 11 percent of the total contribution by ail competitive
products. Contribution from Global Expedited Package Services Contracts should be
much smaller. Even if all the agreements for Global Expediteéd Package Services
Contracts are signed 2t the price fioor, they should not imipair the ability of competitive

products on the whole to cover an appmpﬁate share of insfitufional ?8

W Ashley Lyons
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CERTIFICATION OF GOVERNORS’ VOTE
L NTHE

GOVERNORS’ DECISION NO. 08-7

| hereby certify that the following Govemnors voted at the May 6, 2008, Board
meeting on adopting Governors' Decision No. 08-7:

Mickey D. Bamett
James H. Bilbray
Carolyn Lewis Gallagher
Louis J. Giuliano

Alan C. Kessler
Thurgood Marshall, Jr.
James C. Miller Hl
Katherine C. Tobin

Eflen C. Williams

The vote was S-0 in favor.

Qu,lw,g%f%b  Dae 5%5%0&"

. Moore
S tary of the Board of Governors
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ATTACHMENT 4

APPLICATION OF THE UNITED STATES POSTAL SERVICE FOR NON-PUBLIC
TREATMENT OF MATERIALS

In accordance with 39 C.F.R. § 3007.21, the United States Postal Service (Postal
Service) hereby applies for non-public treatment of certain materials filed with the
Commission in this docket. The materials pertain to an additional Global Expedited
Package Services (GEPS) 3 contract that the Postal Service believes is functionally
equivalent to previously filed GEPS 3 agreements. The contract and supporting
documents establishing compliance with 39 U.S.C. § 3633 and 39 C.F.R. § 3015.5 are
being filed separately under seal with the Commission. A redacted copy of the contract,
certified statement required by 39 C.F.R. § 3015.5(c)(2) for the contract, and related
Governors’ Decision are filed with the Notice as Attachments 1, 2, and 3, respectively.’

The Postal Service hereby furnishes the justification required for this application
by 39 C.F.R. § 3007.21(c) below.

(1) The rationale for claiming that the materials are non-public, including the
specific statutory basis for the claim, and a statement justifying application of the
provision(s);

Information of a commercial nature, which under good business practice would
not be publicly disclosed, as well as third party business information, is not required to
be disclosed to the public. 39 U.S.C. § 410(c)(2); 5 U.S.C. § 552(b)(3) and (4). The
Commission may determine the appropriate level of confidentiality to be afforded to

such information after weighing the nature and extent of the likely commercial injury to

! The Postal Service informed the customer for the contract prior to filing a notice that the Postal Service
would be seeking non-public treatment of the redacted portions of the contract. The Postal Service also
informed the customer for the contract that it could file its own application for non-public treatment of
these materials in accordance with 39 C.F.R. § 3007.22.
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the Postal Service against the public interest in maintaining the financial transparency of
a government establishment competing in commercial markets. 39 U.S.C. §
504(g)(3)(A).2 Because the portions of materials filed non-publicly in this docket fall
within the scope of information not required to be publicly disclosed, the Postal Service
asks the Commission to support the Postal Service’s determination that these materials
are exempt from public disclosure and grant the Postal Service’s application for their
non-public treatment.

(2) Identification, including name, phone number, and e-mail address for any third
party who is known to have a proprietary interest in the materials, or if such an
identification is sensitive, contact information for a Postal Service employee who
shall provide notice to that third party;

Concerning this GEPS 3 contract, the Postal Service believes that the third
parties with a proprietary interest in the materials are the customer with whom the
contract is made, the PC Postage Provider(s) (if the contract allows for and the
customer intends to use a PC Postage Provider), and foreign postal operators.

The Postal Service maintains that customer identifying information should be
withheld from public disclosure. Therefore, rather than identifying the customer for the
contract that is the subject of this docket, the Postal Service gives notice that it has
already informed the customer, and the PC Postage Provider (if applicable), that have a

proprietary interest in the materials for the contract that is the subject of this docket of

the nature and scope of this filing and their ability to address their confidentiality

2 The Commission has indicated that “likely commercial injury” should be construed broadly to
encompass other types of injury, such as harms to privacy, deliberative process, or law enforcement
interests. PRC Order No. 194, Second Notice of Proposed Rulemaking to Establish a Procedure for
According Appropriate Confidentiality, Docket No. RM2008-1, Mar. 20, 2009, at 11.
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concerns directly with the Commission.®> The Postal Service employee responsible for
providing notice to the customer with proprietary interest in the materials filed in this
docket is Ms. Amy E. Douvlos, Marketing Specialist, Global Business, United States
Postal Service, 475 L’Enfant Plaza, SW, Room 5427, Washington, DC 20260-4017,
whose email address is Amy.E.Douvlos@usps.gov, and whose telephone number is
202-268-3777.

As for foreign postal operators, the Postal Service recently provided notice to all
foreign postal operators within the Universal Postal Union network through an
International Bureau Circular issued on January 18, 2016, that the Postal Service will be
regularly submitting certain business information to the Commission. Some UPU-
designated foreign postal operators may have a proprietary interest in such information.
The circular includes information on how third parties may address any confidentiality
concerns with the Commission. In addition, contact information for all UPU Designated
Operators is available at the following link, which is incorporated by reference into the
instant application: http://pls.upu.int/pls/ap/addr_public.display_addr?p_language=AN. *
(3) A description of the materials claimed to be non-public in a manner that,
without revealing the materials at issue, would allow a person to thoroughly
evaluate the basis for the claim that they are non-public;

In connection with its Notice filed in this docket, the Postal Service included a

contract, financial workpapers, and a statement for the contract certifying that the

agreement should meet the requirements of 39 U.S.C. § 3633(a)(1), (2), and (3). These

3 The Postal Service has provided a blanket notice to PC Postage Providers in light of the fact that these
filings are fairly routine. To the extent required, the Postal Service seeks a waiver from having to provide
each PC Postage Provider notice of this docket.

4 To the extent required, the Postal Service seeks a waiver from having to provide each foreign postal
operator notice of this docket. It is impractical to communicate with dozens of operators in multiple
languages about this matter. Moreover, the volume of contracts would overwhelm both the Postal
Service and the applicable foreign postal operators with boilerplate notices.
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materials were filed under seal, with redacted copies filed publicly, after notice to the
customer. The Postal Service maintains that the redacted portions of the contract,
related financial information, and identifying information concerning the GEPS
customer, should remain confidential.

With regard to the GEPS agreement filed in this docket, the redactions on page
1, to the footers of each page, to the Articles that include the name and address of the
customer to which notices or demand should be sent, and to the signature block of the
contract constitute the name or address of a postal patron whose identifying information
may be withheld from mandatory public disclosure by virtue of 39 U.S.C. § 504(g)(1)
and 39 U.S.C. § 410(c)(2). The redacted portions of the footers of the Annex also
protect the customer’s identifying information from disclosure.

Other redacted information in the agreement includes negotiated contract terms,
such as the minimum revenue commitment agreed to by the customer, various
penalties, and the percentage of cost increase which may trigger a consequential price
increase.

The redactions made in the Annex of the contract, other than those involving the
customer’s name, withhold the actual prices that are being offered to the customer in
exchange for its commitments and performance of its obligations under the terms of the
agreement.

The redactions applied to the financial workpapers protect commercially sensitive
information such as underlying costs and assumptions, pricing formulas, information
relevant to the mailing profile of the customer, and cost coverage projections. To the

extent practicable, the Postal Service has limited its redactions in the workpapers to the
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actual information it has determined to be exempt from disclosure under 5 U.S.C. §
552(b). However, in a limited number of cases, narrative passages, such as words or
numbers in text, were replaced with general terms describing the redacted material. For
example, where the mailer’'s name appears in the spreadsheet within a cell, it has been
replaced by the word “Mailer.”

To the extent that the Postal Service files data in future filings that will show the
actual revenue and cost coverage of the customer’s completed contract, the Postal
Service will redact in its public filing all of the values included that are commercially
sensitive information and will also protect any customer identifying information from
disclosure.

(4) Particular identification of the nature and extent of commercial harm alleged
and the likelihood of such harm;

If the portions of the contract that the Postal Service determined to be protected
from disclosure due to its commercially sensitive nature were to be disclosed publicly,
the Postal Service considers that it is quite likely that it would suffer commercial harm.
First, revealing customer identifying information would enable competitors to focus
marketing efforts on current postal customers which have been cultivated through the
efforts and resources of the Postal Service. The Postal Service considers that it is
highly probable that if this information were made public, the Postal Service’s
competitors would take immediate advantage of it. The GEPS agreements include a
provision allowing the mailer to terminate the contract without cause by providing at
least 30 days’ notice. Therefore, there is a substantial likelihood of losing the customers

to a competitor that targets them with lower pricing.
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Other redacted information in this Agreement (which is included as Attachment 1
to this notice) includes negotiated contract terms, such as the minimum revenue
commitment agreed to by the customers, various penalties and the percentage of cost
increase which may trigger a consequential price increase. This information is
commercially sensitive, and the Postal Service does not believe that it would be
disclosed under good business practices. Competitors could use the information to
assess the offers made by the Postal Service to its customers for any possible
comparative vulnerabilities and focus sales and marketing efforts on those areas, to the
detriment of the Postal Service. Additionally, other potential customers could use the
information to their advantage in negotiating the terms of their own agreements with the
Postal Service. The Postal Service considers these to be highly probable outcomes
that would result from public disclosure of the redacted material.

The financial workpapers include specific information such as costs, assumptions
used in pricing formulas, the formulas themselves, mailer profile information, projections
of variables, contingency rates included to account for market fluctuations and the
exchange risks. All of this information is highly confidential in the business world. If this
information were made public, the Postal Service’s competitors would have the
advantage of being able to determine the absolute floor for Postal Service pricing.
Unlike its competitors, the Postal Service is required by the mail classification schedule
to demonstrate that each negotiated agreement within this group covers its attributable

costs. Furthermore, the Postal Service’s Governors have required that each contract be
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submitted to the Commission with a notice that complies with 39 C.F.R. § 3015.5.°
Thus, competitors would be able to take advantage of the information to offer lower
pricing to the GEPS customers, while subsidizing any losses with profits from other
customers. Eventually, this could freeze the Postal Service out of the expedited
package services market. Given that these spreadsheets are filed in their native format,
the Postal Service’s assessment is that the likelihood that the information would be
used in this way is great.

Potential customers could also deduce from the rates provided in the contract or
from the information in the workpapers whether additional margin for net profit exists
between the contract being filed and the contribution that GEPS contracts must make.
From this information, the customer could attempt to negotiate ever-increasing
incentives, such that the Postal Service’s ability to negotiate competitive yet financially
sound rates would be compromised. Even the customer involved in this GEPS filing
could use the information in the workpapers in an attempt to renegotiate its own rates
by threatening to terminate its current agreement, although the Postal Service considers
this risk to be lower in comparison to those previously identified.

Price information in the contract and its financial spreadsheets also consists of
sensitive commercial information of the customer. Disclosure of such information could
be used by competitors of the customer to assess its underlying costs, and thereby
develop a benchmark for the development of a competitive alternative.

Information in the financial spreadsheets and any cost, volume and revenue

data concerning this agreement filed after the expiration of this contract also consists of

5 Decision of the Governors of the United States Postal Service On The Establishment of Prices and
Classifications for Global Expedited Package Services Contracts, May 6, 2008 (Governors’ Decision No.
08-7), at 2-3 and Attachment A.
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sensitive commercial information related to agreements between the Postal Service and
interested third parties. Such information would be extremely valuable to competitors of
both the Postal Service and third parties. Using detailed information about such
agreements, competitors would be able to better understand the counterparty’s
underlying costs, and identify areas where they could adapt their own operations to be
more competitive. In addition, competitors of the counterparty could use such
information to their advantage in negotiating the terms of their own agreements with the
Postal Service. And competitors of foreign postal operators could use the information
in the financial spreadsheets to understand their nonpublished pricing to better compete
against them.

Information in the financial models may also include sensitive commercial
information related to agreements between the Postal Service and PC Postage
Providers. Such information would be extremely valuable to competitors of both the
Postal Service and the PC Postage Providers. Using detailed information about such an
agreement, competitors would be able to better understand the costs of the postage
programs used, and identify areas where they could adapt their own operations to be
more competitive. In addition, competitors of the PC Postage Providers could use such
information to their advantage in negotiating the terms of their own agreements with the
Postal Service.

(5) At least one specific hypothetical, illustrative example of each alleged harm;
Identified harm: Revealing customer identifying information would enable competitors

to target the customers for sales and marketing purposes.
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Hypothetical: The identity of the customer in a GEPS contract is revealed to the public.
Another expedited delivery service has an employee monitoring the filing of GEPS
agreements and passing along the information to its sales function. The competitor’s
sales representatives can then quickly contact the Postal Service’s customer and offer
the customer lower rates or other incentives to terminate its contract with the USPS in

favor of using the competitor’s services.

Identified harm: Public disclosure of information in the financial workpapers would be

used by competitors and customers to the detriment of the Postal Service.

Hypothetical: A competing expedited package delivery service obtains a copy of the
unredacted version of the financial workpapers from the Postal Regulatory
Commission’s website. It analyzes the workpapers to determine what the Postal
Service would have to charge its customers in order to meet its minimum statutory
obligations for cost coverage and contribution to institutional costs. It then sets its own
rates for products similar to what the Postal Service offers its GEPS customers under
that threshold and markets its ability to guarantee to beat the Postal Service on price for
international expedited delivery services. By sustaining this below-market strategy for a
relatively short period of time, the competitor, or all of the Postal Service’s competitors
acting in a likewise fashion, would freeze the Postal Service out of the business-to-
business and business-to-customer expedited delivery services markets for which the

GEPS product is designed.
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Identified harm: Public disclosure of the rate charts in the Annex would provide

potential customers extraordinary negotiating power to extract lower rates.

Hypothetical: Customer A’s negotiated rates are disclosed publicly on the Postal
Regulatory Commission’s website. Customer B sees the rates and determines that
there may be some additional profit margin between the rates provided to Customer A
and the statutory cost coverage that the Postal Service must produce in order for the
agreement to be added to the competitive products list. Customer B, which was offered
rates identical to those published in Customer A’s agreement, then uses the publicly
available rate information to insist that it must receive lower rates than those the Postal
Service has offered it, or it will not use the Postal Service for its expedited package
service delivery needs.

Alternatively, Customer B attempts to extract lower rates only for those
destinations for which it believes the Postal Service is the low-cost provider among all
service providers. The Postal Service may agree to this demand in order to keep the
customer’s business overall, which it believes will still satisfy total cost coverage for the
agreement. Then, the Customer uses other providers for destinations other than those
for which it extracted lower rates. This impacts the Postal Service’s overall projected
cost coverage for the agreement, such that it no longer meets its cost coverage
requirement. Although the Postal Service could terminate the contract when it first
recognized that the mailer’s practice and projected profile were at variance, the costs
associated with establishing the contract, including filing it with the Postal Regulatory
Commission, would be sunk costs that would have a negative impact on the GEPS

product overall.



Attachment 4 to Postal Service Notice
PRC Docket No. CP2016-288

Identified harm: Public disclosure of information in a GEPS contract and its financial

workpapers would be used by the customer’s competitors to its detriment.

Hypothetical: A firm competing with the customer obtains a copy of the unredacted
version of a GEPS contract and financial workpapers from the Postal Regulatory
Commission’s website. The competitor analyzes the prices and the workpapers to
assess the customer’s underlying costs, volumes, and volume distribution for the
corresponding delivery products. The competitor uses that information to (i) conduct
market intelligence on the customer’s business practices, and (ii) develop lower-cost

alternatives using the customer’s mailing costs as a baseline.

Identified harm: Public disclosure of any cost, volume and revenue data concerning this
agreement that the Commission may require the Postal Service to file after the

contract’s expiration would give competitors a marketing advantage.

Hypothetical: A competitor could use any cost, volume and revenue data associated
with this agreement, which the Commission may require the Postal Service to file in this
docket after this agreement’s expiration, to “qualify” potential customers. The
competitor might focus its marketing efforts only on customers that have a certain
mailing profile, and use information in the performance report to determine whether a

customer met that profile.
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Identified harm: Public disclosure of information in the contract and financial workpapers
would be used by the competitors of the third party to the detriment of the Postal

Service and/or the counterparty to the agreement.

Hypothetical: A firm competing with the interested third party obtains a copy of the
unredacted version of the contract and financial workpapers from the Commission’s
website. The firm uses the information to assess the third party’s revenue sources and
growth opportunities, and thereby develop benchmarks for competitive alternatives. In
addition, disclosure of such information could provide leverage to other parties in their
negotiations with the Postal Service concerning financial arrangements that they may

make with the Postal Service in the future.

Identified harm: Public disclosure of information in a GEPS contract involving postage
payment through a PC Postage Provider, and of information in related financial
workpapers, would be used by the competitors of the PC Postage Provider to the Postal

Service and/or the PC Postage Provider’'s detriment.

Hypothetical: A firm competing with the customer’s PC Postage Provider obtains a copy
of the unredacted version of a GEPS 6 contract involving postage payment through a
PC Postage Provider, and financial workpapers, from the Commission’s website. The
firm uses the information to assess the PC Postage Provider’s revenue sources and
growth opportunities, and thereby develop benchmarks for competitive alternatives. In

addition, disclosure of such information could provide leverage to other PC Postage
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Providers in their negotiations with the Postal Service concerning financial
arrangements that PC Postage Providers make with the Postal Service in the future.
(6) The extent of protection from public disclosure deemed to be necessary;

The Postal Service maintains that the redacted portions of the materials filed
non-publicly should be withheld from persons involved in competitive decision-making in
the relevant market for international expedited and parcels products (including both
private sector integrators and foreign postal administrations), as well as their
consultants and attorneys. Additionally, the Postal Service believes that actual or
potential customers of the Postal Service for this or similar products should not be
provided access to the non-public materials.

(7) The length of time deemed necessary for the non-public materials to be
protected from public disclosure with justification thereof;

The Commission’s regulations provide that non-public materials shall lose non-
public status ten years after the date of filing with the Commission, unless the
Commission or its authorized representative enters an order extending the duration of
that status. 39 C.F.R. § 3007.30.

(8) Any other factors or reasons relevant to support the application.
None.
Conclusion
For the reasons discussed, the Postal Service asks that the Commission grant its

application for non-public treatment of the identified materials.
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